“-7‘-{/ No ObJectlon to DecIaSS|f|cat|on in Part 2010/06/15 LOC HAK 267 1-19- 4 ‘

GQIUpdeﬂ) 74 Q OR COMMCENTER uss om.vl ;

PRECEDENCE CLASS!FICATION -

FROM: THE SITUATION ROOM

TO:  GENERAL SCOWCROFT - VAIL ~

. INFO:

e o e, T

T TR AT T C AP
" ’ ' -H"---.

: '-m-:x

LDX

CITE

7Y
Qi1357
TjOR:

| Rs:t_ezso/.éy{
SPECIAL INSTRUCTIONS: - o

Bes

.{State Dept. review‘.completed]

-|ON-FILE NSC RELEASE
|INSTRUCTIONS APPLY

7

 WHCA FORM 8, 22 FEB 74 AN | | '
No Objection to Declassmcatlon in Part 2010/06/15 : LOC HAK-267- 1- 19 4



B

- CONFIDENTIAL

o TN e T R I T R LM, T

No Objectlon to DecIaSS|f|c:at|on in Part 2010/06/15 LOC HAK-267 1-19- 4

| MEMORANDUM W . -
' NATIONAL SEGURITY COUNCIL 5708
CONFDENTIAL ~  INFORMATION

- August 22, 1975

o MEMOR.ANDUM FOR GENERAL SCOWCROFT

FROM: = B Robert Gates ﬂ o

SUBJECT: . Canadian Remar s‘: at Libby Dam Dedication

Canadian Energy Minister MacDonald will be standing in for Prime
Minister Trudeau at the Libby Dam dedication on Sunday, August 24.
Judging by an advance text of Mr, MacDonald's remarks (at Tab A),
he will take the occasion to explain.in some detail Canada's policy on

~curtailment of crude oil and natural gas exports to the United States. ‘
" He will say that: . - :

~» Canada's energy resourc‘:e‘s in oil and natural gas are fmit.e |
and that enexgy planmng on both szdes of the border has been overly -

- optimistic, -

—- Estz.mates are that Canadian reserves of oil and gas will be ,
inadequate to meet domestic needs in the near future and must be. '
conserved for Canadian use, S :

-= Ottawa w111 take an especially sympathetm view towards customers
of longest-standing in the United States, partlcularly those with no
alternatwe sources of supply. ,

== Canada will follow a course of "enlightened se]f-mterest” dealing
with bilateral energy problems on a project-by-project basis, but not

in terms of an overall continental energy policy.

B‘a.ckgr ound

MacDonald's frank remarks, assuming they are delivered as written, will _
touch on one of the most sensitive issues in US-Canadian relations at
present. :
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— ?Otta.wa_, is phasing out oil éxpo_/‘rtéftd the Uxﬁt.:ed”State,-.s. ,‘ The limit
on crude shipments to the U, S. market, set at 800, 000 b/d during the first
half of 1975, was reduced to 750,000 b/d on July 1. The tentative phase

~out plan calls for limiting shipments in 1976 to 560, 000 b/d, Canadian policy

still calls for halting all shipments to the United States by the early 1980 g,
Ottawa appears willing to continue supplying certain northern tier refineries
during the phase out periods and perhaps beyond. These deliveries would
be offset by equal U. S, shipments to Canadian refineries, Actual shipments
to the U. S, market have been running well below Ottawa's quota limit i
because Canadian crude has been overpriced compared with alternative
supplies. ‘ S ST _

‘ - At the same time, Ot:awa is ‘steadily and sharply i.nc.réasing the
price of natural gas sold to the United States. On an annual basis, U,S, -

customers will be paying $L 6 billion more a year for Canadian gas by thef-.';‘ o

end of 1975, or about $1.3 billion more than for similar _quantities before =
Ottawa began increasing prices in late 1973,  While export prices are rising,
deliveries to U.S. customers are expected to drop 6% this year because of

‘production problems in British Columbia, "Ottawa has no intention of

‘altering the policy-of placing the burden of shortfalls entirely on U. S.

customers, especially in Oregon and Washington, ‘'which are totally dependent
on Canadian supplies, The Trudeau government has already indicated that .
existing long-term export contracts will be altered in order to meet: growing
Canadian gas requirements through the early to mid-1980s, - :

The net effect of Ottawa's energy policy has been to insulate Canadians from
the pressures of the energy crisis at the expense of traditional U, S. ‘customers, -
particularly in the northern tier states. Both sides have agreed to consult
on mutual energy problems, including “swapping'' arrangements whereby
refineries in the northern tier states would continue to receive Canadian
crude in exchange for diversion of U.S, crude to Canadian east or west coast
refineries, - ' SR

The U, S, éppfoach at Libby Dam

I continue to believe that the Pi'esident's-.remarks for ‘fhe Libby Dam

dedication are appropriate for the occasion and should not be modified to
offset MacDonald's speech. I believe, however, that if there is an - :
appropriate opportunity in private, either you or the President should make
the following points to Minister MacDonald: -
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Crude 0il

‘ = We recogm.ze Canada.'s supply constramts but hope that exports to
traditional customers can continue, perhaps through oil exchanges of mutual
benefit to U, S, and Canadian compa.mes, u.m:ll alterna.t:.ve sources can be
folmd ‘ ‘ ‘ ‘ ‘ L

-= In this connect:l.on, we apprec:.ate the forthconung poszt:on of the

- Canadian Government in the recent dlscus sion on possx.ble oil exchanges,

Natural Gaa

~= We expect conszderable domestlc shorbages of natural gas in the U.s.

this heatmg seasomn. .

. -~ We a.pprecmte the cooperat:.ve a.tt:ztude of the Canad:lan Governmeni:
in as surmg us that consultations on gas export curtailments will c:ont:.nue.

~-= We will be prepared to dzscuss with the Canadlan Government later
this year procedures to mitigate the adverse impact of any necessary export

~curtailments. But, we would hope that Canadian domestic policies, including
increases in natural gas prices, would result in increased production and

enable Canadlan suppliers to keep thelr contract obhgat:.ons over tlme.

25X1

Robe:;agprmat's ‘concurs,
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‘corenony marking the dgication OL The LADRY Ldiggy= i

engincering project that is. the culmxnntlon oc somc thirty

- years of hard study, hard ncqatiatiun, and Hard work. the
Columbia River Tﬁeaty is a primec. euamplc of an initial

geparato QHQIYula of alternatives by ‘each nation lcadan to

‘a £inal joint coﬂclusion ‘that if we work . togethcr to develop
a project of mutgal bencfxt ‘we will each be £urther ahcad

The accompliunment that we are formally recording today’ liea‘
not solely in Lhc completion of this great dam but in the
relationship of inightened self-interest between our two |
great nations thﬁt permitted its construction.  This lu the L
nature thoughtfu; relationship that I hoph wzll guide each

~of us in oux futpre dealings over the whole range of cnergy

comnodities.,

Mr. Pr*sident the stormy events ‘of the paa* 18

‘months have brought home to the peoples of both oux landm that
- our nonwxenewablb energy reSOurces ‘are- finite; that our cnergy

planning in the past on both sides of the border has been too
optimistics Ono outcome of these turbulent *imes in encrgy
.trndn has been a- sharponxng 4n the £ocus of our ne*ghbou

in the United States on the resource weal th of Canada. What

i{s perhaps not idely understocd a.n t“ae UVnited States. u:
that Canada does not constitute some vast storehouse of
enexgy and that, in fact, the developwent of the domestlc

rosourceg of th% United Statea far, far exceeds praductxon
in Canada, and, !of course, exceeds by an even 1argcr'qegree
our exports to you' the £fact is that we supply Just a

nudge over'fivewpcrcent of your‘crude‘oal consumption, less
than five per ceqt of your natural gas demand, below one
percent of your electricity coﬂsunptlon none in the recent

x_ past of your urﬂnlun denand because of an import embargo and,
- when it comes t4'coa1 uell you supply us.

-

Obvio%sly, ehergy trade between Canada and the

‘United States i3 relatively.small in terms of total United
 States requireménts., I believe. we should all be cognizant

of that in vi.wr%ng the recent actions taken by the Canadian
Government rcup?cting our. exporta of oil and natural gas.

. -

. ‘ T wemy
. ) . . - - . C. L

oL . .
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0ur Nat..'\\',?..gfjeff'.?.nkté’yDewa LOICEast 3 SNOrtage infpply of

fiCaﬁadian 0il to serve traditional domo tic markets car ly in
‘the next decade before tha. oil of our Arctic is tapped and
‘recommendod a phach rcduction in- exXports; the aolid
ioundatxon of °uﬁ government's acceptance of this recommen-
dation can perhaps best be illus trated by the recital of one
oimple fact: Ouf Eastern provinces, at present unconncctcd
by a pipeline system to cur Western produc1ng areas, e_
nore dependent Qn imported offshora 011 than are thc e
Eastarn States o£ your country. s C
Similaﬁly our National. Energy Bcard £aund that

Cananlan natural gas’ supplles will not be adequate in the

. near future -- aqd I mean by that beyond this winter —- to
neat both projecyed increases in domes stic demand and existan

export comnitmen 3. ‘The Canadian Govcrnment X am aure with

~ the support of aoir conaervatlon~m1ndcd citizens, h as dete;—

;"_mincd that Gunudzan should make every offort to restrain new

. demands for natu#al gas and to avoid wastage in existing
demandu to avoxd thc deceptively sxnple uolutxnn of attcnpting

to nmeeot the prob om on&mxely at the eypcnse of tha u. S
~fustomer, | : -

Iin both the case of oil and_natural das‘we_will,
' of course, take ?n especially sympathetic view towards our |
custoners of 1@nocat-standlng in tha United Stateu, partlaularly o
.~ those with ho meedlate alternative sources, because, Mr.
; President, wo ba}levc this to be a fair cour5e( and not
‘. 8olely becauae a3 number of these custonor reside close to,
and in the Statelof Michigan. Y e
|  Further) the Canadlan Government is proparcd to
:con sider a 5wapp1ng arrangement of our oil in return for
domestic U.S, oil from the CAP line to Ontario ref;ncrieu if
“this can be sort%d cut by the companiecs and should it be

- Judged by each nd tion to be nore economxcal and of mutual
banefit '

e Bl aidihen
. .

t . . " ) . L
. X pointedly make this last reference because I |
bolieve our c00p rative stance in boing raady to talk about
- &uch a swap, undTrlxnoq, as dcos this dam that wa are hero

.
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L a praqwatic project-by-project approacn to cncrgy trade.‘ I‘f? 

did, I hope with your Iorgivcncau, ‘Mr, President, go on at
some length about recent developmentq in our contacts

‘1nvolvinq oil and gas, because, harking back to the point of
-our relationship pi cnlzghtencd self-intercst they serve to -
focus our attentlon on a major principle: . Canadian ob;ectlves
f'rulo out a conprebensxve resource trade package, a so-called
‘continental encrgy deal. But those objectives do not rule
. out in fact they rule in, a course of utudyLng each

individual progcct to sec 1if a coonerative coord;natcd

~ appreach will branq more benefit to each nation than it each‘ ‘*

‘  ware to pursue ita own separate way.  That makes senuc becau
~ enlightened self{intorest makes sense. |

Mr. Prquxdent we know that argumentq were put forth

‘in both nations tnaL ve could ‘have done better “doing our own -

thing" on the Coluwbxa Rlver. I don't think so. The Inter-

- national Joimt Commias;on spent yea*s analysinq development

programs ansd p-incxples of cnopcratxon and concluded:. “Co-~

operative ﬁwvelopmmnt of the water res ources of the cOlumbza

~Riwver Basxu;shou;o result in. advantages in-power supoly, _
£lood contmol and other benefits of ‘savings in cost to each.

‘country as- mmnpa“ed with altarnatavcs available to that

country.” I balﬁeve that the Commission's conclusioq has

- been bornss Gut.

We in ¢anada are. fully awvare of our country s
contribution to }hc Libby Dam -~ the monetury and other costs -
0of the flooding ?frsone 14, 000 acres of land in the Kootenay
Valloy Upstream.f In roturn for that contribution we sae
this river controlled and an- end to the dlsastrous flood;ng

~ -that has plagued both our nations.

We beanit further, of course, through power
qoncrataon. only yesterday, I visited the new power plant
taking form downZtrean from this dam in Canada -- 500,000
kilowatts of gcneration made economic through the waterflow
regulation prov;&cd by Libby. With the 2.6 million kxlowattu:
being installed pt Lhe Mica Dam; the joint harncsqlng of thc

© -
- R EO
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with a potentxal of more to coma. Here in the United Stataes
you will g nilarly benefit f£rom L;bby and -from added °

“&ownstreaq generation. And that is. power for both our

nations, Mr, President, generated from a ronewable encrgy

80urce at a fractxon of tha cost of tﬁe nonmrcnewable

alternatLVes available to us todaj.

Jn areas of caoperation in non-renewable reuourccg

: thare are the very fruisful dlocussxons toward the adoptﬁou .
by our nations of a treaty guaranteelng the transit of hjdro-‘" g

carbons acrosu one another's tcrr;tnry. Mr, Prea;dcny, X
&ce othcr a*cas involvxng nanwrencwabla resources where a

‘cunpcratlve approach might prove bencflcxal not oaly to
~ the United States and -Canada, but to a numbcr of othcr

4‘cmuntrlus._ Both our nations, Mr.yPres;dan are dedicated
‘ﬂ%nwugn ou; partlcxpatlon in the International Energy agonc; L

wiith 16 otimr oil-consum.:.ng nations, . to the devclopnunh of .
new energy sources and to- the bettcr con*ervatxon oi those

we: have, $ W Lechna;ogmca are reguired to realize the.
. p@ﬂ@ibllmties of the extensive 0il shale, o;l sand aad heavy

ol depOuitS found in our two countrles._ Better coordxnatlov”
of, wuucarch effor ts iato improved technology can yield great

‘banefits, {rhe same is true ;n the area of energy conscrvat~on._*

Mr. President, in congratulating you, the Coﬁpa ol
Engincers and the others responsible for the Ln.bby Dam, I ‘would
conclude by expressing a message to you that my Prime Minister
asked me to convey: It is this: “The waters of the laka ‘
created by thx» dam lie across our international bound dary ‘"_

Ca boundary whxch has 1ong served both to link our two
~ peoples and to define their separa“e identities. You, Nr.

President, referred to that boundary in your opLQCh in

.Helsinkx and I was glad you did for it provides to all ccuntrlce
‘of the Wero an outstanding lesson in good nclqhbourllneusn‘
~ The Libby. p¥oject could not have becn completed without

connultation, agreement and cooperation. It is another
example, an& there are many, of our mutual reupect._

: _ 30 _ .
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